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PRB Mission

ÁThe PRB is composed of 7 members appointed by the Governor. 

ÁThe Board oversees all 347 Texas public retirement systems, 
both state and local, to monitor their actuarial soundness and 
compliance with certain state law.

ÁOf the 347 systems, 100 are actuarially funded defined benefit 
plans, for which total net assets are approximately $301 billion, 
and total membership is over 2.95 million members. 

ÁOf the 100defined benefit plans:

Ç7 are statewide retirement systems

Ç17 are major municipal retirement systems

Ç42 are paid/part-paid firefighter systems 

Ç34 are local retirement systemsoffered by other political entities
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ÁConduct a continuing reviewsof all Texas public retirement systems

ÁConduct intensive studies of potential or existing problems that 

threaten the actuarial soundness of public retirement systems

ÁProvide information and technical assistance

ÁRecommend policies, practices, and legislation to public retirement 

systems and governmental entities

ÁDevelop and administer an educational training program for 

trustees and administrators of retirement systems

ÁPrepare actuarial impact statements for pending legislation
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Primary Duties



PRB Pension Funding Guidelines (effective 6/30/17)

1. The funding of a pension plan should reflect all plan obligations and assets.

2. The allocation of the normal cost portion of the contributions should be level or declining as a 
percentage of payroll over all generations of taxpayers and should be calculated under applicable 
actuarial standards.

3. Funding of the unfunded actuarial accrued liability should be level or declining as a percentage of 
payroll over the amortization period.

4. Actual contributions made to the plan should be sufficient to cover the normal cost and to 
amortize the unfunded actuarial accrued liability over as brief a period as possible, but not to 
exceed 30 years, with 10-25 years being a more preferable target range.* For plans that use 
multiple amortization layers, the weighted average of all amortization period should not exceed 
30 years.* Benefit increases should not be adopted if all plan changes being considered cause a 
material increase in the amortization period and if the resulting amortization period exceeds 25 
years.

5. The choice of assumptions should be reasonable and should comply with applicable actuarial 
standards.

6. Retirement systems should monitor, review, and report the impact of actual plan experience on 
actuarial assumptions at least once every five years.

*Planswith amortizationperiodsthat exceed30 yearsasof 6/30/2017shouldseekto reducetheir amortizationperiod to 30 yearsor
lessassoonaspracticable,but not later than6/30/2025.
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Funding Soundness Restoration Plan

Á If a retirement system receives several consecutive valuations showing that the 
ǎȅǎǘŜƳΩǎ ŀƳƻǊǘƛȊŀǘƛƻƴ ǇŜǊƛƻŘ ŜȄŎŜŜŘǎ пл ȅŜŀǊǎΣ ǘƘŜ ǎȅǎǘŜƳΩǎ ƎƻǾŜǊƴƛƴƎ ōƻŘȅ ŀƴŘ 

sponsoring entity must formulate a FSRP and submit the plan to the PRB. 

ÁThe FSRP must be sufficient to reduce the amortization period to 40 within 10 years. 

Plans must report updatesat least every two years.

Á16 systems have submitted FSRPs. 

ÁNine systems have achieved their goal and are below 40 years. 

ÁFour other systems are working on developing a Revised FSRP since the initial 
FSRP was not met, including one plan subject to a second revised FSRP. 

ÁThe remaining three systems are working towards a 40-year amortization 
period. 

ÁThree systems are subject to the requirement but have not yet submitted their 
FSRPs. 

ÁThirteen more systems are at-risk of becoming subject to the FSRP requirement and 
have submitted at least one valuation with an amortization period greater than 40 
years.
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Intensive Actuarial Reviews to Date

Recommendations:
Á Adopt a funding policy that requires payment of an actuarially determined contribution, 

or at minimum, that fully funds the plan over a finite period of 30 years or less 

Á Adopt a formal risk/cost-ǎƘŀǊƛƴƎ ŦǊŀƳŜǿƻǊƪ ǿƛǘƘ άƎǳŀǊŘǊŀƛƭǎέ ƻǊ ǘǊƛƎƎŜǊǎ ǘƘŀǘ ǊŜŘǳŎŜ 
uncertainty and guide stakeholders in how benefit and contribution levels will be 
modified under different economic conditions 

Á Closely monitor investment performance including asset allocation and expenses

Á Conduct an in-depth asset-liability study of potential risks associated with existing asset 
mix and liabilities they support. Perform scenario testing of large PROP withdrawals 
coupled with potential adverse investment experience

Á Regularly review actuarial assumptions against experience, making necessary changes

Á Complete required training so that the board can make informed decisions
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Minimum Educational Training (MET) Program

ÁThe 83rd Texas Legislature required the PRB to establish the MET Program 
for trustees and system administrators of Texas public retirement systems, 
including providing online training.

ÁNew public retirement system trustees and administrators are required to 
take a minimum of 7 hours of training within their first year of service; 
minimum of 4 hours every 2 years thereafter. 

ÁThe following provides overall MET compliance by retirement system type:
ÁStatewide: 95.2%

ÁMunicipal: 94.4%

ÁLocal Fire Fighter: 74.5%

ÁSpecial District and Supplemental: 73.6%

ÁThe full MET Compliance Report, organized by system, can be found on the 
PRB website. 
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https://www.prb.texas.gov/txpen/wp-content/uploads/2021/03/MET-Compliance-Report-11-23-2020.pdf


ÁMarch 2021 Guide to Public Retirement Systems in Texas

ÁTexas Public Pension Data Center 

ÁPension Basics Seminar for legislative staff - March 15, 2021

ÁPension bill tracking report

ÁActuarial Impact Statements

7

Legislative Session Resources

https://www.prb.texas.gov/txpen/wp-content/uploads/2021/03/2021-Legislative-Guide-Final.pdf
https://data.prb.texas.gov/


Agency Activities & Update on New 
Requirements for Texas Plans
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ÁAdopted rules, published guidance and designed templates toassist 

systems in achieving compliance with new statutory requirements

ÁAnalyzed investment performance evaluations and summarized the 

ƛƴŦƻǊƳŀǘƛƻƴ ƛƴ ǘƘŜ tw.Ωǎ ŦƛǊǎǘ Investment Performance Report

ÁCollaborated with stakeholders throughout the biennium, 

culminating in legislative recommendationsto help enhance

transparency and responsible pension funding
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Major Agency Activities FY 2019-2020

https://www.prb.texas.gov/txpen/wp-content/uploads/2020/12/PRB-Legislative-Recommendations.pdf


ÁSB 2224 (86R) required all public retirement systems to adopt a 
written funding policy. 

ÁThe PRB has received 96 out of 100 funding policies

ÁThe PRB has done the following to help implement SB 2224:

Á Worked with systems to develop and issue guidance; 

Á At the request of the systems, provided a sample funding 
policy; 

Á Encouraged systems to work with sponsors to craft the 
funding policies;

Á Notified sponsors of the new statutory requirement.

ÁA summary of the funding policies received through the end of 
нлнл ƛǎ ŀǾŀƛƭŀōƭŜ ƛƴ ǘƘŜ tw.Ωǎ ōƛŜƴƴƛŀƭ ǊŜǇƻǊǘΦ
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MonitoringLegislation: SB 2224



ÁInvestment Expense Reporting

ÁTo assist retirement systems in compliance with the new requirement, the 
PRB has engaged with systems and addressed concerns surrounding the 
requirement; published rules to assist with reporting investment 
expenses; and created a template and an asset class guideas requested 
by systems for further assistance.

ÁInvestment Practices and Performance Evaluation

ÁSystems with at least $30 million in assets were required to select an 
independent firm to evaluatethe system's investment practices and 
performance and to provide recommendations for improvement.

ÁThe PRB has adopted guidance detailing the elements of the evaluation 
and clarifying what constituents an independent firm. 

ÁThe PRB created an Investment Committee to submit an investment 
performance reportto the Governor and Legislature.
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Monitoring Legislation: SB 322

https://texreg.sos.state.tx.us/public/readtac$ext.ViewTAC?tac_view=4&ti=40&pt=17&ch=609&rl=Y
https://www.prb.texas.gov/txpen/wp-content/uploads/2020/03/SB-322-Template-for-Reporting-Investment-Expenses-in-AFR.xlsx
https://www.prb.texas.gov/txpen/wp-content/uploads/2020/02/2020.01.15-Asset-Class-Categorization-Document.pdf
https://www.prb.texas.gov/txpen/wp-content/uploads/2020/11/Investment-Practices-Report.pdf
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Investment Performance Report

ÁTexas Government Code Section 802.109(i) requires the PRB to submit 
an Investment Performance Reportthat both compiles and summarizes 
the information from the evaluations and include the report in the 
ŀƎŜƴŎȅΩǎ .ƛŜƴƴƛŀƭ wŜǇƻǊǘ ǘƻ ǘƘŜ [ŜƎƛǎƭŀǘǳǊŜΦ 

ÁThis report contains aggregate analysis of the evaluations, a summary 
of each individual evaluation and resourcesincluding a compilation of 
references from the evaluations to help systems access best practices 
and relevant benchmarking resources.

https://www.prb.texas.gov/txpen/wp-content/uploads/2020/11/Investment-Practices-Report.pdf


Funding Policy Statute
ÁAdd the plan sponsor to the funding policy requirement.

Funding Soundness Restoration Plan (FSRP) Statute
ÁIncrease sponsor accountability and tie funding policy and FSRP together.
ÁUpdate the threshold, target and trigger.
ÁUpdate timelines and consequences if original FSRP is not working.

Investment Performance Report
ÁAmend statute to require evaluations to detail how the evaluator 

determined the need, or lack thereof, for any recommendations.
ÁAmend statute to require a formal review-and-comment process before 

publication.
ÁReview and consider the feasibility of whether an independent firm 

conducting the evaluation should be a different firm from the one that 
helped the system develop its existing investment policies, procedures and 
practices.
ÁAmend statute to require evaluators to identify their qualifications and 

potential conflicts-of-interest, codifying existing PRB informal guidance.
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Recommendations to the 87th Legislature



Key Metrics for Texas Public Pensions
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Key Actuarial Measures

ÁTwo measures ŦǊŜǉǳŜƴǘƭȅ ǳǎŜŘ ǘƻ ŀǎǎŜǎǎ ŀ ǎȅǎǘŜƳΩǎ financial health: 

funded ratio and amortization period. 

ÁFunded Ratio:Lǘ ƛǎ ǘƘŜ ǇǊƻǇƻǊǘƛƻƴ ƻŦ ŀ ǎȅǎǘŜƳΩǎ ŀŎŎǊǳŜŘ ƭƛŀōƛƭƛǘƛŜǎ ǘƘŀǘ 

are covered by the assets. It is the ratio of the assets to the liabilities 

(AVA/AAL). 

ÁAmortization Period (Am. Pd.):The amortization period or funding 

period is the expected period of timefor a system to pay off its 

unfunded liability (UAAL). 
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Assets - Liabilities Trends
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Since2009, the overallunfundedactuarialaccruedliability (UAAL),hassteadilyincreasedfrom $38.6 billion in 2009to

$84.9 billion in 2019. Theaggregatefundedratio, in turn, hasdecreasedovertime from 83.2%to 77.3%.
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Amortization Periods

The PRB Pension Funding Guidelinesestablish a maximum amortization period of not 
more than 30 yearswith a preferred target range of 10 to 25 years.
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Assumed Rates of Return

ÁThe average assumed rate of return for Texas retirement systems is currently 

7.17%. The national average is 7.18%(NASRA, February 2021).

ÁIn response to projected market conditions and actual plan experience, 

retirement systems across the country, including Texas, have reduced their 

return assumptions in recent years and we expect this trend to continue. 

ÁThe rate of return assumption is a key economic assumption that has an 

inverse correlation with the liability and short-term contribution 

requirements of a plan. A higher return assumption leads to a lower liability 

and contribution requirement and vice versa. 

ÁERSlowered its return assumption in 2018 from 8%to 7.5% and again in 

2020 to 7%. TRS lowered its return assumption from 8%to 7.25% in 2018.
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Investment Return Assumption Trends
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Average Actual Investment Return Trends FY 2019
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Fiscal year 2019 returns generally exceeded assumed rates of return by a large margin for plans with a December 

fiscal year end, which is approximately two-thirds of all plans.Long-term return is 30 years or longest term 

available. All figures are net of fees. Assumed returns obtained from most recent actuarial valuation reports. 



Average Asset Allocation FYE 2009 v 2019
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Other includes:capital assets, receivables, securities lending collateral, liabilities and cash. The 

allocations provided are an unweighted average of all Texas defined benefit plans. Figures are obtained 

from the annual financial reports and may differ from allocation targets in investment policy statements.



COVID-19 and Texas Plans

ÁThe impact of the COVID-19 pandemic on Texas public pension 
plans is still emerging. The pandemic has the potential to affect 
plan contributions, investment returns, and demographic 
experience.

ÁIn the near term, the most significant impacts are likely to be 
budgetary constraints. Decreased revenues and increased costs for 
the plan sponsor make it more difficult to address potential 
contribution shortfalls.

ÁThe long-term impacts are uncertain, but persistent low interest 
rates may force plans to continue to reduce expected investment 
returns, thereby increasing the needed level of contributions. This 
will be further exacerbated if total payroll growth is lower than 
expected.
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PRB Online Data Center ςPlan Data
available at: https://data.prb.texas.gov/

https://data.prb.texas.gov/
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PRB Online Data Center ςComparative Data
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Resources

ÁPRB Public Pension Data Center available at: 
https://data.prb.texas.gov/

ÁPRB Online Courses: Actuarial Matters, Benefits Administration, 
Investments, Governance, Fiduciary Matters, Ethics, Risk 
Management

ÁAvailable at: http://www.prb.state.tx.us/resource-center/trustees-
administrators/educational-training-program/

www.prb.texas.gov

512-463-1736
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https://data.prb.texas.gov/
http://www.prb.state.tx.us/resource-center/trustees-administrators/educational-training-program/
http://www.prb.texas.gov/

